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| STATE ATTORNEYS GENERAL
A Communication From the Chief Legnl Officers

Of the Following States
August 19, 1997  --
via fuciselle (207) 434-2983
and UL Aail
Mr. Bruce Lindsey, Deputy Counse! to the President
The White House
$600 Pennsylvania Avenue

Secand Floor, West Wing
Washington, D.C. 20502

Re:  Attomeay General Tobacco Litipation
. Dear Bruce:
We are writing with cespect to the propasad tobacco resolution.

On March 21, 1997, twenty-one of the Attorneys General signed a settlement agreement with
Brooke Group, Ltd,, Ligeett & Myers and the Liggott Group (collectively referred to as “Liggett™).

The linchpin of the agreement was (1) an admitgion by Liggett that smoking causes health
problems, including tung cancer, heart and vascular disease and emphysema, (2) an admission that
nicoting is addictive, and (3) an acknowledgment that the industry has targeted children, No tobscco
company had publicdly admitied any of these Important points and all were vigorously contesting cach
of these facts in Utigation and in all other public statetnents. Indeed, these facts have been bitterly
contested by the industry for over forty years. Since the settlement, Liggett’ s CEO, Bennet LeBow,
has testified that nicotine is addictive and that smoking causes cancer and other diseases. All of these
statements are unprecedented coming from & member of the tobacco industry.

Sulzsaquently, certain other stntes alao tealed with Liggett,

110 AL LTRDOE
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Mr. Bruce Lindsey
August 19, 1997

Page2

Moreaver, since entering into its scttlements, Liggett has taken mumerotts significant actions
which have demonstrated its utmost good faith in breaking with past tobscco industry conduct.
Those actions tavolve not anly cooperating with the Attorneys General and others in lawsnits ageinst
the other tobacco companies, but also asiisting public health groups and govemmental entities In
soeking to resolve smoking and health issues, Thesa actions go-well beyond the letter of Liggett”s
scttiement agreements. For example:

UL DOC

On June 12, 1997, Benneit LeBow testified before tho Massachusetts Department of
Public Heslth in favor of a Massachusstts’ stata law that would compel the tobacco
compacies to disclose the ingredients in cigarettes on packaging. The other tobaceo
companies gtrongly oppose this legislation,

On July 21, 1997, Bennett LeBow testified, as a plaintiffs’ witness in the flight
attendants’ class sction agsinst the tobzcco industry in Florida (a case that Liggett
bas not sestled), that smolking causes various diseases and that smoking is addictive.
No tobacco company executive had ever testified to thucxmpona.m points, In fact,
the tobscco companies continye to contest these facts in pending litigation and
elsswhere, notwithstanding their promises in the proposed global resolution.

Liggett has filed tobacco industry joint-defenss privileged documents with various
courts around the country, slong with memorands explaining why Liggett believes
these select documents should be produced to the Attomeys General aver the
privilege claims of the other tabacco companies. Certain of these important
documents have just been madc public in the Stats of Florida’ s lawsuit.

Liggett conducted for the beaefit of the Attomeys General and their cutside counsel
a tour of Liggett’s manufacturing plant slong with an informative discussion
concerming the process of mamufacturing cigarettes, and has scheduled the same for

representatives from the United States Department of Health and Human Services.

Liggett has made various currently-employed sclentists and researchers svailable for
informationa! interviews conducted by the Attomeys General and their outside
counsel.

Liggett is worldng with ¥DA offiolals and public health and tobacco experts
(including Dr. David Bumns) an various critical smoking and hesalth {ssues and on
dcveloping means for their long-term resalution,

g VU2
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Mr. Bruoe Lindscy
Aungust 19, 1997

Liggett has assisted, and continues to astist, the Federal Trade Commission, the

Gy uu

- Department of Justice, Congressional staff members, State sgencies and officials and -

others in their various investigations of the tobacca industry.

Liggett is therefore filfilling its agreement to turn Stat;;uvidwau.whidﬁnduduwﬁving
the attomey-client privilege and providing witnesses to the states.

Liggett’ s undectakings were significant and are believed by many of us to have been a factor
in the willingness of the industry to discuss resolution.

Under the settlement agreement with the Attorneys General, Liggett is required to pay to the
settling states as follows:

6.3 Subject to the tesms of this Agreement, Ligpett shall make the
following payments:

6.3.1. An initial psyment of $25 million due 120 days from the data
of a Future Affiliate Transastion; and

6.3.2. Subject to the provisions of Sections 6.6 - 6.12, paymentg,
each equivalent to 25% of Liggett’ ¢ Pretax Income, due 120 days
after the end of cach fiscal year of Liggett. The first payment shall be
made with respect to the first full ﬁuﬂymrcommmoingaﬁuthe
date of this Setriement Agreement.

6.4 Liggett shall pay the reasonable and necessary expences of the
administration; allocation, and distribution of the Settlement Fund;
provided that Liggett shall not be obligated to pay more then $1
million in any year for such expensas.

6.5 Since the Settfing Defendants are providing historic and valuable
cooperation and other considerations under this Agreement and the
Mandatary Class Agreement, the mmouats payable hereunder to the
Settlement Fund shall ropresent the maximum amounts payable to the
Settlenment find under this Agreement 2nd the Mandatory Class
Agreement.

In recogrition of the valushle contribution of Liggett Section 5.1 of the settiement Agreement
provides:

HZUNGLTRICC
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M. Bruce Lindsey
Angust 19, 1997
Page 4

5.1 Bffective upon the execution hereaf, the Attomeys General and
thelr respective countel, each agree (a) to, exerciss best efforts to
ensure that the financial terma, financial obligations or financial
conditions of any Global Settlement are no more onerous on, or less
favorabls to, Brooke Group and Liggett than"the financlal terms,
financizl obligations or financlal conditions of this Settlememt
Agreement, and (b) to issue a public statement substantially in the”
following form and substance:

The historic setdements entered into by Liggett, whereby Liggett has
agreed, among other things, to provids fufl cooperation to twenty-
three Attorneys General and to consent to FDA, regulation of tabacco
marketing, are A major advancs in our effarts to prevent smoking by
children and adolescents and to ensure that the tobaceo industry
markets Its products lawfully,. Accordingly, the undersigned
Attorneys Geueral will use their best efforts in Congress and
cisewhere to enarre that any such industry-wide resolution provide for
finaneial terms for Liggett that reflect apprapriate recognition of
Liggett’ s coopearative efforts.

The terms of the proposed industry wide resolution requires Liggett to make payments farin
excess of those required by the Attormeys’ General settlement. The Attomeys General who settled
with Liggett believe that Liggett deserves special consideration with respect to the financial tenms of
the proposed resolution. Because of Liggett's valuable rols and its willingness to tum State’s
evidence and with Liggett's permission, we suggest that Liggett’ s financial obligations be as follows:

Liggett shall have no obligation with respect to the $10 billion up
front payment.

Liggeu:hanbcmsed&omwofthewquiredp&ympaymm
to the extent thar its market share is not more than 3%.

To the extent that Liggett®s gshares ever exceeds 3%, it shall be
required to pay its share of the annual payments required by any
tegislation on the amount over 3%2.

2 . .

has agread (hat it will mazch sy mandatocy tharcase tobaoco companles of the
tegitletion. inta, Ligurt weni eyl 1 hesonte o S enis acdh oS wod b M5t 1o i hveatege of oicr
oompanics s & resalt of its different financigl obligationt, ' -
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August 19, 1997
Page 5

We were unable to get the industry to agres to this proposal, but feel strongty that Liggett
deserves special consideration for turning State’ s evidence and for making the histaric admissions

Liggett has made,

We would be giad to discuss this with you further and requast the opportunity 10 do go.

P AR

Grant Woods
" Attornay General of Arizona

umen
Arttamey General of Connecticut

Margery ﬁ ronster

Attorney General of Hawail

gmuy Generst of Indjana

Carla J. Stovall
Attomcy General of Kansas

&
Attorney General of Massachusetts

U ROLTRO0C

Sincerely,

Attorney General of lllinois

= o Vi
om o

Antomey General of ITowa

Pl

r.
Attomey General of Maryland

Mike Moore
Attorney General of Missisaippt

g VUG
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Mr. Bruce Lindsey
August 19, 1997
Pagoe 6
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Peter Vemiero Dennis C. Vacco
Attomey General of New Jersey Attorney General of New York
Drew Edmondson Hardy Myers ! ’
Attomey General of Oldahoma Attomney General of Oregon
Do Mool -

_ ()
Attorney General of Texas Attomey General of Utsh
Attorney General of Washington Attomay General of West Virginia

oo Honoruble Phil Carlton (via facsimile (919) 827-5487 snd mail)
Poat Office Box 67
Pinetops, North Caraling 27864

Mark Easowitz, Ezq. (via facsimile (212) 506-1800 and mall)
Kasowitz, Benson, Torres & Fri~dman

1301 Avenue of the Americas

New York, New York 10019

A fecilltstion scrvice provided by the National Aseocistion of Attomeys General.
750 First Stroct, NB, Suftc 1100
Washingon, D.C. 20002
phooe: (202) 326-6000
fioe; (202) 408-7014

B aouDoC
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DATE August 20, 1997
e 5:00-6:00 P¥ (ET]
NETWOREK FHC
PROGRAM The Cavuto Business Report

Faren Gibkbs, anchor:s

In our Rusiness And The Beltway segment, should
Liggert be left out of the tobaces settlement? Twenty of
the nation‘s Atgorpeys General asking President Clinton
today to protect tha Liggecet Croup from the financial
penalties included in the proposed three bundred and
gixty-eight billion dellar tobacco sattlement. Liggett the
maker of cilgaretta brands like Lark, Chegterfield and LM,
pays the conditions of the deal would virtualliy bankvupt
tha company. Liggett chaired by Florida businessman
Bennett LeBow broke ranks with the tebacca industry to
forga it’s own settlement in March of 1996. The Attorueys
General say this cooperation should exclude Liggett from
paying the ten billion dollar penalty called for in the
[ cQo pgreement. -

Joining us now to digcuss this igeue ig Comnecuicut
Attorney General Richard Blumenthal. Hr. Biumesnthal thank
you very much for joining us...

Richerd Blumenthal (Attorncy General, Comnecticut): Thamk
you.

Gibbe: Why do you thiék'niggact should be excluded from
‘thie tobaceo deal? -7

Blumenthal: We pre asking the Prasident to recogunige two
facts about Liggett. Firgt of all its market ghara le
really xelativaly small, less than two percent of the total
United States males. ‘And decond, it has turned state’s.
evidence. It vidad critical cooparztion by admitting
thatr nicotine is addictive, that ita producce and all
tobacco producta cauge cancaer and other deadly diseases,
aAnd bg toetifylng actively in court, not only in the
Florida case involving stevardesses whe are clalning
damages from gecond hand smoke, but. in other proceedinge
around the country, furnishing vaery, vary important
dacumants chat are really of explosive impact in many of
these litigations. -
And we think that kind of agtion on its part, coming ~
clean with the American people rezlly merits this kind of

For 8 videocrecatteTV] or acdia cassatiafndie) of thir pewy igmeat coatic! your nescect VMS of fi,
Aateirl sepusind b Sitin WagAgial Sordcss Aid ey St yred fuy WUVl FVQ K, saiivie o resnirtA, Ang publication, F-8ryaacitt of polily G oy S prafR & fmcnliden.
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recognicion. Not in granting it total exemption bacause we
are asking that that kind of recognition be accorded in
financial termm, but that penalty he sounavhet lesdgened.

Gibha: What about the financial agreement Liggect scruck
with the Attorneys General in Maxch of *98, twenty-five
million dollar fine and then twenty-five percent of pre-tax
profits for tha next twWwenty-five yesrs? Some say Chat
Liggett can’t even make that.

Blumenthal: I think Liggett will ba able to provida forx
twenty-£five percant of its pre-tax profits bezause after all
at gome point it will be hopefully more profitable than i€
is now. Even with the limired market share that 4t hag, I
don’n think that agreemsnt will bankrupt the o any by any
maens. And Liggett did agree to AL, e are agsking almgly
that it be hald harmlass in offect, for cooperating wich
the atates and with tha United States ip providing chis
crirical doacumentaxy and other evidence in support of cur
contention that tobacce kills psople, that it‘s addictivse,
that the tohacoo companiss have targeted children., That
kind of very impartant cocpaxation cught to be recognized,

Gibba: Well why shouldn’t they just go banlerupt or out of
busirecp?

Bluneathal: wWell if thay are permittaed to go bankrupt ox
oukt of business, first of all thelr cooperation will be
ilmperilled. Their cogoperation may not only be impoxtant
but necassary if the ovarall global secrlement doesn't come
through, hecause we in Connecticut and elsswhera mround the
country are pursuing our law suits against che industzry.
Sgcond ite market share won't simply dieappear, it will be
abgorbed by othaxr companiec. Thosa pecple who are addicted
to the Liggett products will simply mwitch to other
producty and we won‘t solve the problem simply by
parmitting or foreing Liggect to go bankrupt.

QGibbs: Prosident Qlinton wants to tack on another £ifty
billion dollare in fines to wake up for & tax break in che
tmogt receant budgat daal. Will that kill chis tobacco
agrécmantc?

Blumenthal: Definitely not because the fifuy hillion
dollar tax braak which the ccbacco conpanias succeaded in
achieving, litsrally at the dead of night in the last
momente befora congress passed the bill, ia in fact a
breach of the agreement and we have 50 written to che
industry telling them that they have breached tka
agraemenc.

Gibbe: All rvight Ms, Blumenthal, thank yvou very much for
Joining use.

_—_

Blumanthal: Thank you.
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Transcript

August 20, 19597
7:00-7:30 PM (BT}

CRIY
Monayl)ines

Jan Hopkins, anchox:

A group of Acrornays Gemeral urging the White House to
protadt Bennett LaBow’'s Liggett Gzroup from financial
fona).!:!.es in the propoased bobacao gsettlsment. LeBow Was

natrumenral in iniviaking tobadco talka by becoming the
first cligaratte executive to admit tabacco im addictiva.
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DATE August 20, 1897
TING 10:00-11:00 PM (BT)
NETWORK O :
FROGRAM The World Today

L2on Harrie. co-anchor:

Attormeys Genaral f£rom twenty statas want the White
House to ¢go a little easier on the Liggett Group, that's
the smallest aof the tcbacoe compapien invelved in that

three hundred and eight
beard so much shout aear

gix billion dellar settlement we
er this year.

Presidant Clintan

reviewad that deal and wants the tobacos companies to pay
even more monay. The Attorneys Ganarxal say Liggett

degserves a breask beeause unlike the othar tobacee companies

it was coorpeorative.

- 88
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Transcript

Augupt 20, 19%7

6130-7:00 PM (ET)

PBS ‘

The Nightly EBudAiness Repozt

Pawl Kungas, co-ancher:

Twanty stace Attarne General Want tha White Hause to
give Liggett Group special consideration iz the proposed
Lobacco sattlemant. Liggect was the firav of the natlien’s
tobacao companiaz te settle litigation with tha gtutes.

The Attorneys denéral say Liggecrt shoauld not have to pay
sny money up front and should be excused from waking annual
paymants as long as its market share remains balow three
porcent. Sharas of Liggett’s parent Brooke Group atack
ware unchanged at 3 7/16 today.
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SARD VERBINNEN & CO

PHILADELPHIA INQUIRER — August 22, 1997

EDITORIALS

Witness protection

Whistle-blowing tobacco company deserves a break.

. It owas a Leulth bregkihrough
whan the struggling moker of Larks,
L&%M'x and Chesterficlds swiiched 10
a new sirategy: wlling 1he rmth
ubGut clgarates,

** In a deal that Hmiled ils flnoncipl
damages, The Liggew Group sdmitied

.thau itw cigarerius are sddiciive, 1wt

they cause cuncer and heart Jiyeaso,
und thar the indusiry ries 1o gas
teanagers hooked, ‘The company alsu
uruvlded state cuurts with damuing
-imernal ducumenis.

. liggeti's  whistlehlnwing —

which begon 1o year and expanded
last March — scored the larger 1w-
haccn companios \nward u more ex-
nensive scillement in June, “Il was
1he beginning of 1he and of thixt con-
spiracy uf Jies,” safd Arleana Atlter
ney General Grant Woods. His coun-
tarpart rram Missixnppl, Mike Moarce,
called Liggotl's papar trui) “1he moa
ineriminating documenis in tie his
1ury of tebucco litigntion,”

Thal's why 20 xisle alloFouys gen-
cral, including New Jerscey's Veter
Vernicro, this weck wrole w the
White House 1hat the industry-wide
desl is unfuir Vo this tale’s belated

goad puy, Liggetl. They urged “spe-
cial cousiderstion™ for the company
In light of f15 “valuable role.”” Amean.

The compony says 1hat being in-
cinded Ip the Indu ry-wide scillomeny
would cos it billions more than 1w eas-
lfer desl to puy 25 pereent of predax
profils for 25 years, which cernenied ils
tecislon to cume tlean. And that, Lig-
pel ssys, could drive it out of business.

It. would be a|groiesyue ireny if
1he desl chat gréw oui of Ligge's
decigion 1o crack!ilhe indusiry’s wall
of danjal cnded @p bonkruping the
company. !

As tho anorneys goneral nmed in
their letter, the company's whisto-
blawlng CEQO, Bénneil J.aBow, has

.pono heyond theif deul 2nd Becure a

crasader against |his fndusiryy mof-
hidity, smokc and mirrocs. Ha wlsn
Iz schiged he pablic-hienlih lenders®
criticlaem of the Indusiry.wide deal’s
weakentng of fodernl cogulutory
jower. :

For hreaking ranks with Dig To-
bacco — an act fh which his compa-
ny’s interesis and the publie's wary
sllgned .— Mr. Lolow lus carned Lig-
Kkelt special lrcm‘ueul-

oLy
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DIN 11:26 White House Noncommittal On Liggett’s Tobacco Exemption

WASHINGTON (Dow Jones)--The Clinton administration was noncommittal
towards a proposal by 20 state attorneys general that cigarette-makex
Liggett Group Inc. be exempted from the payments envisioned under
the tobacco deal.

Twenty attorneys general have signed a letter saying Liggett
should be exempted from the $368 billion in payments on the grounds
that Liggett broke ranks with the other major tobacco companies
and gave the states the information they needed to wring a deal
from the industry.

‘Wa are aware of the letter. That is one of the isgsues being
reviewed. by the Reed-Shalala group,’ said deputy White House spokesman
Barry Teoiv, who is accompanying President Clinton on his vacation
to Martha's Vineyard.

Domestic Policy Adviser Bruce Reed and Health and Human Services
Secretary Donna Shalala are in charge of the White House review
of the tobacco gettlement negotiated between state attorneys general
and the tobacco industry.

White House officials have repeatedly made the point that while
the deal negotiated by the state attorneys general ie a good starting
point, the Clinton administration will make whatever changes it
thinks are needed. ,

Along thesge lines, Toiv reiterated that the financial terms
of the deal are sure to change because of a tax credit the GOP
gave to the tobacco industry in the budget deal. The GOP made
certain the tobacco industry will be able to offget the new $0.15
cent a pack tobacco tax against the payments it will. make under
the tobacco deal.

"'The settlement costs have not been established. Nothing has
been establiphed until it has all baen settled legisglatively,’

Toiv said. ‘But we are going to make sure the costs to the industry
are not actually reduced,’ he added.

In the past, Reed has said the easiest way to offset the tax
credit would be to raise the settlement price by $50 billion,
the expected value of the tax credit.

Howevar, some of Toiv'e comments indicated the Clinton administration
never lntended to allow the tobacco taxX ¢redit to benefit the
industry even while it was agreeing to do so with the GOP budget
nagotiators.

‘Our negotiators accepted this (tax credit) with the knowledge
that it could be dealt with in the future,’ Toiv said.

{END} DOW JONES NEWS 08-21-97

11:26 AM

- 11 26 AM EDT 08-21-

LR



U3/13/88 WED 17

(Al ‘,

‘..' ,-—

Memo To:
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Re:
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Bruce Reed
Elana Kagan
Cynthia Rice
Josh Gotbanm

Jon Gruber

Liggett - see attached Jeremy Bulow editorial

Politics is politics, but can’t we do something about this? Bulow’s suggestion, which strikes me
as reasonable on policy grounds, is to simply credit Liggett for their payments to states, and
charge them the difference between their share of the national settlement and those state
payments. An alternative, to reward their lead role, would be to do something like reward them
for 2 times their state payments. But in any case it would be a much smaller loophole.

This might be a bargaining chip to give away as well if we are trying to get industry back on

board.

dhoo2
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A Sweet Deal for a Tobacco Executive

By JEHEMY ByuLow

Which single person stands to benefit
the most [rom passage of the Senate Com-
tnerce Commitiee’s recently appraved to-
bacco legisietion? Surprisingly, the an-
swer is not a trial lawyer, though It js a
man who's spent plenty of time in court—
bankruptey court, to be exact. Benpet
LeBow, controlling shareholder of the
Brooke Group Lid., personally stands to
“garn” hundreds of millions of dollars a
year if the bill becomes law.

Brooke owns Liggelt, which makes
L&M, Lark and Chesterfield cigarettes. AS
this newspaper reported in 1993, Mr.
LeBow pulled tens of millions of dollars out
of the company and used It to finance a
lavigh lifestyle, pushing Liggett 10 the
brink of bankruptcy. Under Mr. LeBow's
leadership, Liggett's market share has
fallen 1o 1.3% from 6%.

But thls time Mr. LeBow has come up
with a new way to get money: have Con-
gress give it ta him. Under the Commerce
Committee's bill, tobacco companies are to
pay higher taxes on the sale of cigarettes,
increasing 10 43 cents a pack in 1999 and
$1.10 a paek beginning in 2003. Bul Liggett
has been made exempt [rom this tax, so
long as it keeps its market share below 3%.
Liggett argues that il deserves the break

for turning over secretindustry documents
to the state attorneys general whose law-
sults against tobaeco companies spurred
the current legislation.

How much js this exemption worth?
Even with the tax increase, the Treasury

predicts cigarette sales of slightly over 20 -

billion packs a year, So if Liggett kept pro-
duction down to 600 million packs (it sold
322 million last year), it would enjoy a
$1.10 per pack, or $680 million, cost advan-
tage over its competitors. To keep thls in
perspective, note that clgarette mamufac-
turing costs are about 20 cents per pack.

If Lipgett only adds a dollar to its price
when all other manufacturers will be
farced to ralse prices by $1.10, Liggett
should easily be able to get its 3% share,
And the dollar a pack would fall directly to
the bottom line, increasing Liggett's pre-
tax profits by $600 million per year, Liggett
has agreed to pay 27% of its future profits
in settlement of its health care litigation
with the states, and Mr. LeBow owns 51.5%
of Brooke, so his share of the bounty will
come to $225 million per year. The state al-
torneys general, who must not have un-
derstood the implieations.of this provision,
agreed to lobby for the Liggett exemption
as part of their [atest deal with the com-
pany, announced March 12,

Perhaps because of the possibility of
suth a bonanza, Brooke's stock-market
value has risen from a low of $37 million
(32 a share) & year ago to roughly $200 mil-
lion today, despite the company's precipl-
tous operating decline, If Congress comes

, to its senses, the
deeply indebted com-
pany will be worth
nothing. But if the bill
passes as is, Brooke
would be worth at
least five times its
current price.

Side by slde with
the Liggett provision
{s another, potentially
; e mm:l destructive pro-

-~ posal, encouraging
Bennett LeBow 1,0 100 or so smali cig-
arette manufacturers and importers in the
country te Increase production. While they
are not glven as Juicy a deal as Liggett,
they only have to pay 25% of the $1.10 on
the lirst 150 milijon packs they sell and 505
on the pext 150 million. $o & small manu-
fucturer, currently selling just a few mil-
lion packs, will he able to crank up pro-
duction and sell vip te 150 million packs for
80 cents a pack less than any of the majors
can charge for generic clgarettes,

These firms currently seil only one out
of every 1,000 cigarettes in the U.S., but I
predict they (and some new éntrants) will
soon be selling billlons of packs per year if
the new law is passed, flooding the market
with cheaper cigarettes while destroying
the businesses of the major companies. As
a business school professor, my advice for
aspiring young entrepreneurs will be:
Start a small cigaretie company.

My, Bulow: is e professor of econgmics af
Stanford Business School.
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Bruce N. Reed
11/13/97 05:03:42 PM

s EUSN

%-,_A.
Record Type: Record

To: Elena Kagan/OPD/EOP
cc:
Subject: tobacco factoid of the day

you'll enjoy this...
---------------------- Forwarded by Bruce N. Reed/OPD/ECP on 11/13/97 05:03 PM

Jerold R. Mande

11/13/97 04:32:23 PM

Record Type: Record

To: Bruce N. Read/OPD/EOP

cc:
Subject: tobacco factoid of the day

| know you have been staying up nights worrying about Liggett's fate. The President has received
a letter from concerned AGs. The following fact should then be an enormous relief to you. On .
9/17 | invested an imaginary $1,000 in PM, RJR, Loew's, BAT, Brooke, and UST. As of today, |
still have roughly $1,000 in each company except Brooke, Liggett's parent, At close today, the
Brooke stock is worth $1,870 or roughly a 90% return in Jess than 2 months. Do you think |
should ask Treasury for analysis of why this happened?



. AUG~19-1997 17:29

v

N.A.A.G.
A.A.G 202 4986993 P.@1

’\—ﬁLacc_o—- -/
e Bvue R vstle et = Lipgerr-

STATE ATTORNEYS GENERAL
A Communication Fram the Chief Legal Officers
Of the Following States

August 19, 1997

via facximile (202) 456-2983
and U.S. Mail

Mr. Bruce Lindsey, Deputy Counsel! to the President
The White House

1600 Pennsylvania Avenue

Second Floor, West Wing

Washington, D.C. 20502

Re: itigation
Dear Bruce:

We are writing with respect to the proposed tobacco resolution.

On March 21, 1997,! twenty-one of the Attorneys General signed a settlement agreement with
Brooke Group, Ltd., Liggett & Myers and the Liggett Group (collectively referred to as “Liggett”).

The linchpin of the agreement was (1) an admission by Liggett that smoking causes health
problems, including lung cancer, heart and vascular discase and emphysema, (2) an admission that
nicotine is addictive, and (3) an acknowledgment that the industry has targeted children. No tobacco
company had publicly admitted any of these important points and all were vigorously contesting each
of these facts in litigation and in all other public statements. Indeed, these facts have been bitterly
comested by the industry for over forty years, Since the settlement, Ligpgett’ s CEQ, Bennet LeBow,
has testified that nicotine is addictive and that smoking causes cancer and other diseases. All of these
statcments are unprecedented coming from a member of the tobacco industry.

Subsequently, certain other states also settled with Liggett,

129,10 0165 LR DOC
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Mr. Bruce Lindsey
August 19, 1997

Page 2

Moreover, since entering into its settlements, Liggett has taken mumerous significant actions
which have demonstrated its utmost good faith in breaking with past tobacco industry conduct.
Those actions involve not only cooperating with the Attorneys General and others in lawsuits agginst
the other tobacco companies, but also assisting public health groups and governmental entities in
seeking to resolve smoking and health issues. These actions go well beyond the letter of Liggett’ s
settlement agreements. For example:

112910 0165 LTR. DOC

On June 12, 1997, Bennett LeBow testified before the Massachusetts Department of
Public Health in fivor of 3 Massachusetts” state law that would compel the tobacco
companies to disclose the ingredients in cigarettes on packaging. The other tobacco
companies strongly oppose this legislation.

On July 21, 1997, Bennett LeBow testified, as a plaintiffs’ witness in the flight
attendants’ class action agsinst the tobacco industry in Florida (a case that Liggett
has not settled), that smoking causes various diseases and that smoking is addictive.
No tobacco company executive had ever testified to these important points. In fact,
the tobacco companies continue to contest these facts in pending litigation and
elsewhere, notwithstanding their promises in the proposed glcbal resolution.

Liggett has filed tobacco industry joint-defense privileged documents with various
courts around the country, along with memoranda explaining why Liggett believes
these select documents should be produced to the Attorneys General over the
privilege claims of the other tobacco companles. Certain of these important
documents have just been made public in the State of Florida” s lawsuit.

Liggett conducted for the benefit of the Attorneys General and their outside counsel
a tour of Liggett’ s manufacturing plant along with an informative discussion
concerning the process of manufacturing cigarettes, and has scheduled the same for
tepresentatives from the United States Department of Health and Human Services.

Liggett has made various currently-employed scientists and researchers available for
informational interviews conducted by the Attorneys General and their outside
counsel.

Liggett is working with FDA officials and public health and tobacco experts
(including Dr. David Burns) on various critical smoking and health issues and on
developing means for their long-term resolution.
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. Liggett has assisted, and continues to assist, the Federal Trade Commission, the

Department of Justice, Congressional staff members, State agencies and officials and
others in their various investigations of the tobacco industry.

Liggett is therefore fulfilling its agreement to turn Statc’ s evidence, which includes watving
the attorney-client privilege and providing witnesses to the states.

Liggett* 8 undertakings were significant and are believed by many of us to have been a factor
in the willingness of the industry to discuss resolution.

Under the settlement agreement with the Attomeys General, Liggett is required to pay to the
settling states ss follows:

6.3 Subject to the terms of this Agreement, Liggett shall make the
following payments:

6.3.1. An initial payment of $25 million due 120 days from the date
of a Future Affiliate Transaction; and

6.3.2. Subject to the provisions of Sectiong 6.6 - 6.12, payments,
each equivaient to 25% of Liggett’ s Pretax Income, due 120 days
after the end of each fiscal year of Liggett. The first payment shall be
made with respect to the-first full fiscal year commencing after the
date of this Settlement Agreement.

6.4 Liggett shall pay the reasonable and necessary expenses of the
administration, allocation, and distribution of the Settlement Fund;
provided that Liggett shall not be obligated to pay more then $1
million in any year for such expenses.

6.5 Bince the Settling Defendants are providing historic and valuable
cooperation and other considerations under this Agreement and the

Mandatory Class Agreement, the amiounts payable hereunder to the
Settlement Fund shall represent the maximum amounts payable to the

Settlement fund under this Agreement and the Mandatory Class
Agreement.

In recognition of the valuable contribution of Liggett Section 5.1 of the settlement Agreement
provides:
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5.1 Effective upon the execution hereof, the Attorneys General and
their respective counsel, each agree (a) to exercise best effarts to
ensure that the financial terms, financial obligations or financial
conditions of any Global Settlement are no more onerous on, or less
favorable to, Brooke Group and Liggett than the financial terms,
financial obligations or financial conditions of this Settlement
Agreement, and (b) to issue a public statement substantially in the
following form and substance;

The historic settlements entered into by Liggett, whereby Liggett has
agreed, among other things, to provide full cooperation to twenty-
three Attomeys General and to consent to FDA regulation of tobacco
marketing, are a major edvance in our efforts to prevent smoking by
children and adolescents and to ensure that the tobacce industry
markets its products lawfully. Accordingly, the undersigned
Attorneys General will use their best efforts in Congress and
elsewhere to ensure that any such industry-wide resolution provide for
financial terms for Liggett that reflect appropriate recognition of
Liggett’ s cooperative efforts.

The terms of the proposed industry wide resolution requires Liggett to make payments far in
excess of those required by the Attorneys’ General settlement. The Attorneys General who settied
with Liggett believe that Liggett deserves special consideration with respect to the financial terins of
the proposed resolution. Because of Liggett’s valuable role and its willingness to tum State’s
evidence and with Liggett’s permission, we suggest that Liggett’ s financial obligations be as follows:

Liggett shall have no obligation with respect to the $10 billion up
front payment.

Liggett ghall be excused from any of the required per year payments
to the extent that its market share is not more than 3%.

To the extent that Ligpett’ s shares ever axceeds 3%, it shall be
required to pay its share of the annual payments required by any
fegislation on the amount over 3%,

2 . o - . .

Liggett has agreed that it will match any mandatory price increase impased on tobacco companies as part of the
legislation. Thus, Liggett would maintatn its historic price differetice 2nd would not be able to take advantage of ather
companies as a result of its different financial obligations.
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We were unable to get the industry to agree to this proposal, but feel strongly that Liggett
deserves special consideration for turning State’ s evidence and for making the historic admissions
Liggett has made.

We would be glad to discuss this with you further and request the opportunity to do so.

Sincerely,
sl €,
Grant Woods iel E.
Attormney Gencral of Arizona Attorney General of Celifornia
A RS
G Robert A. Butterworth
Attorney General of Connecticut Attormney General of Florida
Margery ?.:Sronster %ﬁyﬂff
Attorney Genera! of Hawaii Attorney General of Illinois
ey A. Modisett om er
ttorney General of Indiana Attorncy General of Iowa
Carfa J., agvall Cé i’éseph Curran, Jr. 2
Attorney General of Kansas Attorney General of Maryland
ﬁ garsééarger Mike Moore
Attorney General of Massachusetts Attorney General of Mississippi
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lre., “tlouy _L_Q/LL

Peter Verniero Dennis C. Vacco
Attorney General of New Jersey Attorney General of New York
Drew Edmondson Hardy Myers  ~
Attorney General of Qklahoma Attorney General of Oregon
D g, Morlis

an Morales
Attorney General of Texas Attorney General of Utah

stine U, . MeGraw, Jr.

Attorney General of Washington Attorney General of West Virginia

cc:  Honorable Phil Carlton (via facsimile (919) 827-5487 and mail)
Post Office Box 67

Pinetops, North Carolina 27864

Mark Kasowitz, Esq. (via facsimile (212) 506-1800 and mait)
Kasowitz, Benson, Torres & Friedman

1301 Avenue of the Amenicas

New York, New York 10019

A fcilitation service provided by the National Association of Atiorneys General.
750 First Street, NE, Suite 1100
Washington, D.C. 20002
phone: (202) 326-6000
fax: (202) 408-7014
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The Liggett Group is the nation’s smallest “major” tobacco company with less than 2 percent of
the cigarette market. Liggett has entered legally binding settlement agreements with the
Attorneys General of twenty-five states to settle pending suits over tobacco related issues. Now
the nation’s largest tobacco companies want to void Liggett’s settlement agreements, and require
Liggett to comply instead with the terms they have negotiated in their recent memorandum of
understanding or “global settlement.” Liggett did not participate in these latter negotiations, and
it would take an act of Congress to preempt Liggett’s agreements.

The Case for Liggett

In its settlement agreements with the states, Liggett has agreed to:

. turn over all documents related to tobacco and public health and renounce all
attorney client and joint defense privileges pertaining to Liggett’s documents and work
products. To prevent full disclosure to the courts and the Congress, Phillip Morris and
R.J. Reynolds are suing Liggett.

. unfettered regulation by the Food and Drug Administration, and to compliance with
FDA regulations covering the sale, distribution,marketing and advertising of tobacco
products to children and adults. Again, this is in sharp contrast to the settlement
negotiated by the major tobacco companies.

. admit to the health risks associated with and addictive nature of smoking, and
include these warnings on its labels. Only four days after the “global settlement™
agreement was announced, lawyers for the major tobacco companies attacked Liggett for
statements regarding the health risks and addictive nature of tobacco, and shortly after,
refused to answer questions relating to tobacco addiction in the first hearings held before
Congress.

. renounce advertising aimed at children and any attempt by firms to expand their
underage market share. Liggett has far less than .02 percent of this market, and has
endorsed legislative proposals which would impose severe economic penalties on any firm
which does not reduce its share of the youth market. Furthermore, Liggett has agreed to
raise its prices to prevent any advantage in the youth market.

. pay 27% percent of its annual pretax income to settle its liability. Liggett would pay
its taxes under current law. In contrast, major companies are asking Congress to change
current law to allow deductions for punitive damages, thereby enabling companies to
claim huge net operating losses on a carryover basis.

Liggett’s Treatment Under the Global Settlement:

If Liggett chose not to participate in the global settlement as written, it would go into bankrupcy



immediately. Under the so-called global settlement, a nonparticipating manufacturer, would:
. receive no civil liability protection

. pay each year 150% of their would be share into escrow for 35 years. This payment would
be in addition to Liggett’s obligation to pay 27.5% of pretax profits.

. receive no civil liability protection for the company’s distributors, thereby effectively
eliminating any distributor willing to carry the company’s product -

Even if Liggett accepted the agreement as written it would face bankruptcy-- “ a certain death
sentence (USA TODAY, 6/23/97), “they’re going to get killed,” (Bloomberg, 6/20)- because it
cannot make the volume based ( rather than profit based ) payments required by the settlement.
Liggett’s vulnerability was well understood when Liggett negotiated with the states, and well
understood by the major tobacco companies when they negotiated a new agreement without
Liggett at the table.

Why Liggett’s Agreements with the States Should Be Honored:

In essence the major tobacco companies, through the global settlement, are asking Congress to
legislate a “taking” of Liggett’s legally binding settlement agreements with the states.

Nearly two years ago, Liggett realized that the cigarette industry needed to break with its past and
admit to the health hazards posed by its products. Liggett made its documents available to the
courts and accepted its responsibility to protect the public health. In return, Liggett was given
a stiff payment system which nonetheless allowed the firm and its workforce survive. These
agreements were fair, equitable, and legally binding; and they have served the nation well,

Once Liggett ied the way, the other major tobacco companies agreed to settle their liability. But
they have made far fewer commitments to protect the public health and have taken every
opportunity to hide the record from the courts, Congress, and the American people.

All Wall Street analysts agree that the global settlement as written will bring a huge windfall in
stock value for major tobacco firms, ..... while Liggett will suffer grievously. It would be an
ironic and tragic outcome if the one firm which “blew the whistle” and brought the others to the
table—- the one firm which the President has said “told the truth™-- was put out of business while
every other major firm prospered.

When whistleblowers testify before Congress, the American people expect them to be protected,
and they are. Congress must do no less for Liggett and its workers.



The Proposed Global Deal vs. The Liggett Settiement
The Case for Liggett ,

Proposed Global Deal

Liggett Agreement and Contract

The Parties:

The proposed global deal (the "Deal”) between the
Attorneys General of 36 states and Philip Morris, R.J.
Reynolds, Brown & Williamson, Lorillard, and United States
Tobacco is not a binding agreement among the parties to
terminate formolly litigation but is merely an outline for federal
legislation. The two largest cigarette companies and one
il smokeless tobacco company, representing 70 percent of the
market of their respective industries, represented the entire
tobacco industry.

The Parties:

The Liggett Settlement Agreement/Contract (the “Liggentt
Settlement”) between the Attorneys General of 25 states and
Liggett & Myers, Inc., The Liggett Group and Brooke Group

Ld. ("Liggent”) is binding on the parties to terminate formally
|| litigation and does not advocate or require federal legislation.

Liggett represents 1.6 percent of the United States cigarelie
market.

FDA Regulation:

The Deal would limit severely the FDA’s authority to
regulate tobacco and tobacco products. By mandating
heightened standards of proof and burdensome regulatory
requirements, the Deal effectively prohibits the FDA from
restricting hazardous contents of cigareties, including nicotine,
Jor at least 12 years.

FDA Regulation:

Under the Liggett Settlement, Liggett agreed to unfettered
regulation by the FDA and to comply with all of the
Administration 's currently proposed regulations covering the
sale, distribution, marketing and advertising of tobacco
products to children and adults. The Liggett Settlement does
not affect the standards of proof imposed on the FDA.

Payment Requirements:

The payment provisions of the Deal would bankrupt small
non-participating companies such as Liggett. At a minimum,
Liggett’s first year payment under the Deal would be at least
150 million doflars.

" Payment Requirements:

The Liggett Settlement was negotiated to provide the states
and others the funds needed 1o address smoking-related harms
while preventing the insolvency and bankrupicy of Liggett.
Liggent pays 27-1/2% of its pretax profits to the settfement fund. |

Tax Subsidies and Loopholes:

The Deal creates new tax loopholes allowing all payments
by tobacco companies to be tax deductible as normal business
expenses. Big tobacco companies will be able to carry back
large net operating losses and get multi-billion dollar refunds
to defray upfront expenses. This allows companies to go back
years and reclaim huge tax payments in very profitable years.
The total refund in the first year will be billions of doilars.

Tax Subsidies and Loopholes:

The Liggett Settlement does not create any new tax
loopholes or subsidies for Liggett. Liggett will continue to pay
taxes under curvent law. Liggeit is a small compuny and has
limited or no profit from prior years. No huge refund is
available from Net Operating Losses that would be generated
by the Deal through new tax loopholes.

Public Admissions:

The Deal does not require any public admissions by the
tobacco companies regarding the true nature of tobacco, the
causal link to serious health problems, and the fact tobacco
companies targeled its marketing to children. Under the Deal
tobacco companies would be permitted to state they “do not
necessarily agree " with the Deal's provisions.

Public Admissions:

Under the Liggett Settlement, Liggett agreed to admit
publicly that smoking is addictive, causes serious health
problems, and that tobacco companies used youth-targeted
adveriising and marketing.




Proposed Global Deal

Liggett Agreement and Contract

Document Disclosure:

Under the Deal, the tobacco companies are not required to
make full and complete disclosures. Failure to disclose these
documents makes a set of recominendations o forgive past
practices and set health care policy into the 217 century
impossible.

Document Disclosure: ,

Under the Liggett Settlement, Liggett has agreed to turn
over all documents related to tobacco and public health and
renounce all attorey client and joint defense privilege and
work product protections pertaining to Liggeti's documents
andwork producis. But so far, these documents continue to be
concealed from the public, press, regulatory bodies, health
officials and Congressional authorities because of Philip
Morris and R.J. Reynolds lawsuits.

Limitations on Current and Future Legal Actions:

The Deal provides significant and unprecedented legislative
protection from current and future litigation. The Deal would
eliminate attorneys general actions, class actions, and

“addiction "/dependency lawsuits; would cap compensatory
damages; change the rules of evidence; and would restrict third
party payor claims and claims by individuals.

Limitations on Current and Future Legal Actions:

Under the Liggett Settlement, Liggett does not receive any
legisiative protection from litigation. Liggeit is still required to
setile each action brought by each attorney general in every
state. To date, Liggett has settled with 25 states and continues
fo negotiate with others.

Youth Smoking:

The Deal has meager youth smoking reduction targets and
provides the tobacco companies too many loopholes to avoid
strict compliance. Under the Deal youth smoking must be
quantified to include only daily users of tobacco products, and
there are caps on the penalties for failing to meet the look-back
targels. And finally, companies cannot be fined if they attempt
iin good faith to meet the targets but fail — which in effect
reduces the economic incentive for the tobacco industry to
reduce youth smoking.

Youth Smoking:

Liggett has a minuscule portion of the youth smoking
market(.02 perent), is committed to reducing youth smoking,
and does not target its advertising to children. Liggett has
agreed to support and will not challenge the FDA'’s regulations
concerning the sale of cigareites to children and adolescents.
Additionally, Liggett has endorsed the Waxman bill that would
provide a one dollar per pack penalty on any company that
does not reduce its youth smoking and has agreed to raise its
prices to prevent any advantage in the youth market.

! Advertising and Marketing:

The Deal would eliminate traditional forms of tobacco
advertising and marketing but would still allow other forms of
advertising and marketing.

Advertising and Marketing:

Liggett has agreed to comply with the FDA'’s advertising
restrictions emd also instructed its advertising and marketing.
people to avoid serupulously any and all advertising or
marketing which would appeal to children or adolescents.

State Preemption:

The Deal would place severe limitations on the power of the
states to regulate tobacco product ingredients and nicotine.

State Preemption:

The Liggett Settlement does not limit the power of the states
to regulate tobacco or tobacco products.

Respecting Liggett’s Settlement:

In negotiating the Deal, the big tobacco companies insisted
on nutlifying the Liggett Settlement.

Respecting Liggett’s Settlement:

Under the Liggett Settlement, the Attorneys General
committed to ensuring Liggett fair treatment under any global
agreemenl.




THE PROPOSED GLOBAL TOBACCO DEAL SHOULD PROTECF THE
INTEGRITY OF THE LIGGETT SETTLEMENT

The proposed Global Deal between the Attorneys General of 36 states and Philip Morris, R J.
Reynolds, Brown & Williamson, Lorillard, and United States Tobacco is a proposal for federal
legislation to address the societal problems caused by the use of tobacco products. This ground
breaking proposal, although laudable for its public health goals, fails to address adequately and
fairly, pre-existing tobacco company settlements. The Liggett Settlement is a binding agreement
regarding pending tobacco litigation between Liggett and the Attorneys General of 25 states and
addresses the very public health goals and related issues in the Global Deal, but the Global Deal as
proposed raises serious constitutional and public policy issues.

Any legislation enacting the Global Deal must protect the Liggett Settlement to avoid
Fifth Amendment issues. Contractual agreements like the Liggett Settlement have been considered
as contract rights by the Supreme Court. The Supreme Court recognized in Dames & Moore v.
Regan that a suspension of a legal claim under a contract may constitute a compensable taking of
private property. If the Global Deal is implemented as proposed, Liggett’s contractual rights will
not just be suspended but may be abrogated retroactively. In United States v. Security Industrial
Bank the Supreme Court said that the destruction of property rights by retrospective federal
legislation is to be avoided because such legislation can raise “difficult and sensitive questions
arising out of guarantees of the Takings Clause.” The Liggett Settlement must be protected in any
legislation implementing the Global Deal in order to avoid the destruction of its property rights
through retroactive legislation.

Legislation enacting the Global Deal that does not protect the Liggett Settlement raises
fundamental Due Process issues. Unless the Global Deal legislation protects the Liggett
Settlement, it will not meet the fairness and rational legislative purpose requirements of the Due
Process Clause. The Due Process clause of the Fifth Amendment to the Constitution includes the
requirement of fairness. In Bolling v. Sharpe, the Supreme Court recognized that the Due Process
clause “stem(s) from our American ideal of fairness. . . .” Due Process also requires that the
retrospective aspect of legislation “is itself justified by a rational legislative purpose. Pension
Benefit Guarantee Corp. v. RA. Gray & Co. In addition, the Global Deal recognizes that its
implementation “may require [the parties] to act (or refrain from acting) in a manner that they might
otherwise claim would violate state and federal constitutions” and suggests that the parties be forced
to waive their constitutional rights - a proposition of questionable validity that raises serious
constitutional and policy concerns.

Fairness requires that the implementation of the Global Deal respect Liggett’s
Settlement:

a The Liggett Settlement forced the big tobacco companies to negotiate the
Global Deal. However, the Global Deal could destroy the Liggett Settlement
which in turn would bankrupt Liggett, while doubling the market values of



big tobacco stocks and enriching their officers. It would be fundamentally
unfair for Congress to be an unwitting accomplice to the attempts by big
tobacco to retaliate against Liggett for its ground breaking agreement.

Liggett has waived irreversibly its attorney-client privilege and turned over
Liggett documents, Liggett-privileged documents and so-called joint defense
documents to the courts. So far, these documents continue to be concealed
from the public, regulatory bodies, Congress, and health officials because of
Philip Morris and R.J. Reynolds lawsuits.

Under the Liggett Settlement, Liggett agreed (1) to admit publicly that
smoking is addictive, causes serious health problems, and the tobacco
companies used youth-targeted advertising and marketing, (2} to announce
and make adult smokers aware of the health risks and addictive nature of
smoking, including the warning label, “Smoking is Addictive” (labels which
are already being used), (3) to have Bennett LeBow, CEQ of the Brooke
Group, make public statements that smoking causes health problems, (4) that
marketing toward youth is banned in the Liggett Settlement, including the use
of cartoon characters, and (5) that it would be bound fully by the FDA’s
regulations on the sale, distribution, and advertising of tobacco and tobacco
products to children and adults (and unlike the Global Deal, the FDA is not
required to use extraordinary or heightened standards of proof or meet
burdensome regulatory requirements before it can take action under existing
or future law). Liggett has fulfilled these requirements and has continued to
rely substantially on the commitments made under the Liggett Settlement.

Under the Liggett Settlement, Liggett also agreed to (1) pay 27-1/2 percent
of its pretax income, (2) pay the reasonable and necessary expenses, up to $1
million per year, of administering the settlement fund, and (3) adjust
payments annually according to changes in market share. No legislation is
required to effectuate the Liggett Settlement. '

The Global Deal provides for the application of punitive measures for “non-participating”

companies like Liggett, which is clearly an unfair attempt to coerce Liggett into abandoning its
Settlement.

In arecent case, U.S. v. Winstar, the Supreme Court held the U.S. lable when a private party,
which had changed its position in reliance on prior government inducements, was bankrupted as a
result of a Congressional reversal of the prior government’s act. In the present instance, Liggett will
be bankrupted if the legislation enacting the Global Deal does not protect its settlement. Liggett
settled its lawsuits in good-faith reliance on the ability of the judicial system to enforce its
settlement, and it would be fundamentally unfair for Congress to change the rules of the game,

especially since the Global Deal would not have occurred without the Liggett Settlement.

2



The retroactive destruction of the Liggett Settlement by the Global Deal does not have
a rational legislative purpose. The Liggett Settlement contracts have been incorporated in state
and federal judicial decrees. Unless the legislation which implements the Global Deal protects the
Liggett Settlement, it will violate the principle of res judicata. Retrospective legislation that voids
settlements is contrary to the public interest in encouraging settlements, and legislation of this type
will substantially inhibit future settlements.

Retrospective legislation which impose liability beyond amounts established by a pre-
existing settlement or settlements is not a “rational measure to spread the costs” among those who
have benefited from past acts (as was the justification for the retroactive application of the Black
Lung Benefits Act of 1972. See Usery v. Turner Elkhorn Mining Co.), nor is it justified by the need
to preclude action during the pendency of the legislative process (as was the case in PBGC v. Gray).

Any legislation enacting the Global Deal which obviates settlements by imposing costs over
those fixed by the Liggett Settlement would have similarities to the provisions of the Railroad
Retirement Act of 1934 that created pensions for employees who had been compensated fully. This
requirement was invalidated in Railroad Retirement Board v. Alton R., Co., and the PBCG v. Gray
decision recognized that this decision may remain applicable.
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